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What’s Inside
CPAs face many practice risks. Here is 
some guidance from a variety of CPAs 
and lawyers on how to manage those 
risks.
Here's some guidance on avoiding being 
excluded as an expert and for preparing 
expert reports and communicating with 
counsel.
COSO exposes a draft providing guid­
ance to small businesses on implement­
ing control frameworks to comply with 
Sarbanes-Oxley 404.
Your firm's future may depend on 
accommodating employees' need for 
time to prepare to acquire credentials.
Record-breaking attendance at the 
ASA/AICPA BV Conference
aicpa
 Coping With Current Challenges
Some Lessons Learned at the 2005 AICPA Fraud and Litigation Services Conferences
In court proceedings and elsewhere, CPAs and other professionals are under a microscope, accord­
ing to R. Neal Batson, keynote speaker at the AICPA National Fraud and Litigation Services 
Conferences. The conferences, cosponsored by the Texas Society of CPAs CPE Foundation, took 
place at the Fairmont Dallas on September 29 and 30, 2005. A partner in the Atlanta-based law firm 
Alston & Bird, LLP Batson gave his perspective on the challenges faced by CPAs as the federal and 
state governments more closely regulate the profession.
Batson was a court-appointed Investigative Bankruptcy Examiner in the Enron Corporation bankruptcy 
case. Mr. Batson said little about the case, however, because the order spelling out his responsibilities 
includes a gag order. Instead, he offered a broader view of the risk CPAs face in providing services.
Expansion of Regulations and Risks
Batson believes that the current regulatory atmosphere for CPAs started to expand in 1973 when the 
Watergate special prosecutor reported that a handful of U.S. companies had made illegal campaign 
contributions. In the 1980s, further government regulation was triggered by fraud associated with 
savings and loan company failures.
The federal government's regulatory scrutiny of corporations has intensified, Batson said. In the 
wake of the Enron scandal, the Corporate Fraud Task Force (CFTF) was established in 2002 by exec­
utive order of President Bush. The CFTF has had significant impact because of its method of opera­
tion, which Mr. Batson described as "real-time enforcement." The subsequent enactment of the 
Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley) increased the risks and obligations of corporations 
and their auditors.
More recently, Mr. Batson said, the expanding role of state attorneys general as corporate watch­
dogs has also raised the risk for business. An example is New York State Attorney General Eliot 
Spitzer's widely reported search for evidence of misconduct in the mutual fund, banking, and insur­
ance industries.
The scrutiny is here to stay; so, Mr. Batson advises CPAs to discuss with clients which avenue to 
take if they are under suspicion. For example, should they open an internal investigation? If they do 
so, and find evidence of wrongdoing, should they come forward?
Managing Risks
The current environment also poses greater risks for company directors. Of concern to Mr. Batson is 
that, as a result of increased scrutiny, the role of corporate executives and directors is shifting from 
that of counseling to monitoring. Batson says that corporate directors need to learn certain lessons 
to address increased risks and obligations.
• Spend more time on corporate matters.
• Cut back on board activities. Be more selective about serving on boards. Resign if you lack 
confidence in the corporation's environment and integrity.
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• Understand the company's operations. Know 
how the company makes its money.
• Be involved in assessing the company's risks. 
The challenge to directors is to become com­
fortable about action being taken to address 
these risks.
CPAs, Mr. Batson said, can contribute to the 
process of developing candor between board 
members and management and between man­
agement and employees, creditors, and the 
marketplace.
Expert Witness Risks
The increased scrutiny of corporations has in 
turn increased the risks to CPAs in providing 
services. Almost ten years before the introduc­
tion of the CFTF and Sarbanes-Oxley, CPAs 
serving as expert witnesses came under 
greater scrutiny as a result of the Supreme 
Court's ruling in Daubert v. Merrell Dow 
Pharmaceuticals, Inc. This year, a Daubert track 
was added to the conferences in response to 
the potential challenges to practitioners' admis­
sibility as expert witnesses. Avoiding a 
Daubert challenge was the subject of the ses­
sion "Update on Legal Issues Relating to 
Financial Experts and Practical Considerations 
for Avoiding a Challenge," presented by Orrin L. 
Harrison III. Harrison is a partner in the law firm 
of Akin Gump, where he heads the litigation 
practice group in Dallas. In his presentation, 
Harrison gave a case law update, citing court 
decisions and the guidance therein for practi­
tioners who serve as expert witnesses. He 
commented on a variety of issues, including 
preparing and offering expert testimony, qualify­
ing as an expert, and distinguishing between 
expert testimony and lay opinion testimony. A 
list, entitled "Practical Considerations 
Governing Expert Testimony," was distributed 
at the session and appears on page 5.
Privileged Information 
Discoverable?
Harrison discussed whether privileged informa­
tion communicated to an expert is discover­
able, an issue on which courts remain divided. 
In his session handout, he writes, "Most courts 
requiring disclosure of all information given to 
an expert in the course of the expert's work 
have held that disclosure of privileged material 
to an expert waives the protection [from disclo­
sure]. Courts holding that the attorney work 
product given to a testifying expert is protected 
from disclosure typically find that the work 
product exemption is nearly inviolable ...." 
Federal Rule of Civil Procedure 26 does not 
clarify the issue, he said.
Harrison asserted that an attorney could resolve 
the issue of protection by engaging a consulting 
expert to help develop the case and provide a 
"sanity check" to support the attorney's case. A 
second expert, however, would testify, basing 
his or her testimony on the core work product 
provided by the attorney rather than the privi­
leged material that might be disclosed by the 
attorney in the development of the case. "[T]he 
pivotal issue," Harrison says, "is whether the 
attorney has unduly influenced the expert's 
opinions by causing the expert to substitute the 
lawyer's views for his or her own." The problem 
often occurs, Mr. Harrison says, "when an 
attorney actually participates in drafting the 
expert's report."
Practitioners need to tread carefully here, howev­
er, to avoid "ghostwriting." At the AICPA/ASA 
National Business Valuation Conference, Thomas 
E. Hilton, CPA/ABV, ASA, CVA cited Rule 26 of 
the Federal Rules of Civil Procedure, which 
requires an expert witness to prepare his or her 
own report. Hilton cited the Rule's requirement 
that the report "be prepared and signed by the 
witness." Although Rule 26 doesn't prohibit coun­
sel from assisting an expert in preparing the 
report, "the substantive opinions expressed must 
be those of the expert," Hilton said.
Managing Fraud Risks
"Managing Risk—Antifraud Programs and 
Controls" was the subject of a session pre­
sented by Ron Durkin, CPA, CFE, a KPMG 
partner; and Toby Bishop, CPA, CFE, FCA, 
president and CEO of the Association of 
Certified Fraud Examiners. Mr. Durkin, who is 
chair of the AICPA Antifraud Programs and 
Controls Task Force, introduced the partici­
pants to a recently published AICPA white 
paper, Management Override of Internal 
Controls: The Achilles' Heel of Fraud 
Prevention, which was developed by the task 
force "to offer guidance to audit committees 
in addressing the risk of fraud.... The guid­
ance is applicable, in various degrees, to the 
audit committees of publicly traded compa­
nies; nonpublic companies; not-for-profit 
organizations; federal, state, and local 
government entities; and other entities".
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Durkin and Bishop discussed the document in 
 their presentation, citing its guidance on—
• Understanding company reactions to varia­
tions from planned results.
• Facilitating brainstorming to identify fraud risk.
• Assessing the "tone at the top".
• Implementing effective whistleblower 
programs.
Durkin focused particularly on the recommenda­
tion that audit committees and company boards 
should maintain skepticism. "Think forensically," 
Durkin advised. "Require proof of explanations of 
suspicious findings or behavior." When dis­
cussing the recommendation to facilitate brain­
storming to identify fraud risks, Durkin advised 
considering incentives and opportunities to com­
mit fraud, as well, if a company's culture and 
environment are conducive to fraud. He also 
advised participants in brainstorming sessions 
to prepare by researching information about the 
company and individuals in the company.
Analysis of stock trading, including tracking 
insider trading, could provide clues to possible 
 fraud risks.
Management Override of Internal Controls: The 
Achilles' Heel of Fraud Prevention includes an 
extensive list of questions that audit committees 
can ask to assess the incentives of or pressures 
on management, as well as the opportunities 
management can exploit.
To download 
Management Override 
of Internal Controls, visit
www.aicpa.org/audcomctr/spot 
light/achilles_heel.htm
Supporting Whistleblowers
Bishop followed Durkin's discussion of corporate 
environments that may foster fraud or other 
wrongdoing with a discussion of implementing 
effective whistleblower programs. He cited the 
"ACFE 2004 Report to the Nation on 
Occupational Fraud and Abuse," which reported 
that the method of initial detection of occupa­
tional frauds was most frequently an employee 
tip. Such tips accounted for 39.6% of initial 
detections. Other detection methods included
Fraud Surveys
2004 Report to the Nation on 
Occupational Fraud and Abuse 
www.cfenet.com/resources/ 
rttn.asp
2003 KPMG Fraud Survey 
www.us.kpmg.com/ 
services/content.asp?11 id= 
10&12id=30&cid=1695
internal audit (23.8%), accidental discovery 
(21.3%), internal controls (18.4%), external audit 
(10.9%), and police notification (0.9%). Mr.
Bishop also cited evidence that hotlines can 
reduce fraud losses by half. According to the 
survey, in 2004, the median loss in organizations 
without a hotline was $135,500, more than 
twice the median loss of $56,500 in companies 
with hotlines.
Despite the effectiveness of anonymous hotlines 
as an anti-fraud or fraud detection method, only 
36.8% of companies surveyed in 2004 had an 
anonymous hotline.
Bishop continued with a discussion of the criti­
cal elements of a whistleblower program. In 
addition to the hotline itself, employees, ven­
dors, customers, and others need to be educat­
ed on the hotline and its purpose. Inclusion of 
others in a comprehensive ongoing education 
program results in 50% more calls. Other chan­
nels for reporting wrongdoing should also be 
available, such as the organization's Web site or 
a post office box.
Another critical element, according to Bishop, is 
a program for evaluating the calls received.
Resources on
Whistleblower Programs
Anonymous Submission of Suspected 
Wrongdoing (Whistleblowers): Issues 
for Audit Committees to Consider
www.aicpa.org/audcommctr/
spotlight/jan_05_whistleblower.htm
White Paper: Best Practices 
in Ethics Hotlines
www.ethicsline.com/news/ 
default.asp
Such a program should include a case manage­
ment tracking system and established protocols 
for investigating complaints, as well as proto­
cols for distributing reports of action, and a sys­
tem for automatically informing the board and 
the audit committee of major issues.
Forensics in the Audit
On July 15, 2005, the AICPA Forensic and 
Litigation Services (FLS) Committee issued a 
discussion memorandum entitled "Forensic 
Services, Audits, and Corporate Governance: 
Bridging the Gap." AICPA members were invited 
to offer their comments on the memorandum by 
October 15, 2005, for consideration by the 
BVFLS Committee and the Fraud Task Force. 
The progress of the discussion memorandum 
was reported in the session, "Forensics in the 
Audit: An Update" presented by Sandra 
Johnigan, CPA, CFE.
Through her firm, Dallas, Texas-based Johnigan 
PC, Johnigan provides litigation consulting and 
forensic investigation services. She is a member 
of the AICPA Council and of the AICPA Business 
Valuation and Forensic & Litigation Services 
Executive Committee.
She also chaired the AICPA Forensic and 
Litigation Services (FLS) Committee in 2002- 
2003 and 2003-2004. The committee sponsored 
the Fraud Task Force that developed the discus­
sion memorandum. The purpose of the memo­
randum was to help the AICPA Fraud and 
Litigation Services Committee to identify ways 
for CPAs with experience in forensic services to 
work effectively with CPAs who provide tradi­
tional attest services. It was also intended to 
help develop additional guidance to assist foren­
sic accountants, audit committees, financial 
statement audit teams, and others who use the 
services of forensic accountants, thereby 
enhancing the results of their work.
The next step is finding ways to help practitioners 
and others involved in the implementation of the 
recommendations considered by the FLS 
Committee and the AICPA. Proposed recommen­
dations are to develop a definition of forensic 
services and propose guidance on the forensic 
procedures in the audit. At the heart of this effort, 
Johnigan said, is finding answers to such ques­
tions as —
Continued on next page
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Effectively 
Implementing 
Forensic 
Procedures
Key characteristics
• An investigative mindset—more than 
skeptical
• An understanding of fraud procedures 
and indicia of fraud
• Experience in dealing with fraud 
issues
• Knowledge of certain investigative, 
analytical, and technology-based 
techniques
• Knowledge of legal process (pitfalls, 
ramifications, etc.)
Critical skills
• Interviewing skills
• Analytical skills
• Ability to develop sources of 
information
• Knowledge of accounting, auditing, 
legal processes, and use of technology
• Communication skills (for oral and 
written reports)
• What are forensic procedures?
* How do forensic investigative procedures 
differ from audit procedures?
• What does the forensic specialist bring 
to the table?
In its efforts to answer those questions, the Task 
Force compared the traditional evidence 
obtained in an audit with that obtained through 
forensic procedures, demonstrating the similari­
ties and differences. For example, the auditor 
would seek evidence by inquiring about estab­
lished control procedures or seeking explana­
tions of results observed. Similarly, the forensic 
investigator would interview knowledgeable per­
sons to obtain evidence of questionable activi­
ties. The Task Force's efforts contributed to 
defining forensic accounting services as are pro­
posed in the Exposure Draft of Proposed 
Interpretation 101-17, Performance of Client 
Advisory Services, Fact Witness Testimony, and 
Forensic Accounting Services. (See "A Reminder" 
on page 5.)
Johnigan cited two approaches to ensure 
that forensic skills and techniques are used in 
the audit:
1. Train auditors in specific forensic 
techniques and skills.
2. Use a forensic specialist on the audit.
The latter approach is difficult, she believes, 
because not enough forensic specialists are 
available. Finally, she cited the key characteris­
tics and skills needed to implement forensic pro­
cedures. (See the sidebar on this page)
Johnigan's concluding statements echoed those 
of the keynote speaker, Neal Batson, that 
Congress and federal regulatory agencies are 
now driving the accounting profession. Thus, 
practitioners need the assistance of initiatives 
such as that of the AICPA to minimize risks in 
providing services. "We'll either do it ourselves," 
she said, "or it will be done for us."
Data Mining 
Electronic Evidence
Technical skills, of course, were the subject of 
many conference sessions. Among them was a 
session addressing the use of technology, which 
is important for gathering electronic evidence. 
Guidance for enhancing this skill was the subject 
of the session, "Electronic Evidence is Where 
We've Been—Data Mining Is Where We Are 
Going," presented by Larry Kanter, CPA, CFE,
CITP a managing director with Alvarez & Marsal 
Dispute Analysis & Forensics LLC, Irving, Texas.
All of us have seen—and perhaps have 
bemoaned—the proliferation of e-mail. E-mail has 
also been the focus of notorious cases of wrong­
doing in corporations. "E-mail has become a stan­
dard element of the discovery process," Kanter 
said. He advised, however, that data other than 
e-mail may be equally important, or more impor­
tant, in forensic investigations or in analyzing lia­
bility or computing damages. Sometimes electron­
ic data may be the only source of information. 
"The data that are most relevant," Kanter said, "are 
often 'buried' in databases and other applications 
and are rarely printed out."
Concerning buried data, Kanter knows of what 
he speaks. He participated in a high-profile 
engagement that investigated 27 Swiss bank 
accounts that had belonged to victims of Nazi 
persecution. Handwritten records made the data 
mining, complicated and arduous. More recent 
records may also entail a complicated process of 
perusing volumes of unrelated records to find a 
pattern or to understand and develop a conclu­
sion based on data attributes.
Kanter emphasized the importance of the "meet- 
and-confer-meeting." This is a meeting typically 
attended by plaintiff's and defendant's counsel 
after the litigation process has begun. Its pur­
pose is to provide the attorneys with the infor­
mation they need. It is important that both plain­
tiff's and defendant's attorneys be prepared 
before the meeting. The focus of this meeting 
should be "a meaningful discussion of how data 
will be produced." This includes determining how 
data are compiled, as well as their relevance and 
location. One could start, for example, with the 
company's data dictionary, which is a file that 
defines the basic organization of a database. A 
data dictionary contains a list of all files in the 
database, the number of records in each file, and 
the names and types of each field. It contains 
only bookkeeping information for managing the 
database, not actual data from the database.
Once the consultant ascertains the available data 
and retrieves them in a usable format, they're 
loaded into an appropriate database. Although 
the choice of program for data analysis depends 
on what is needed, Kanter prefers Microsoft SQL 
because it can manage larger quantities of data 
than other programs, such as IDEA. TIF files, in 
his view, are the least useful. He also recommend­
ed that the consulting team include an information 
technology (IT) professional, preferably one with a 
Management Information Sciences degree, who 
will be well-schooled in SQL or Access.
Continued on next page
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The most fruitful data analysis seeks a pattern. 
Kanter demonstrated how patterns may be devel­
oped from the elements of a company's data 
tables, such as a customer table, a products 
table, an orders table, and other details. He said 
fruitful data searches come from finding common 
elements in the data tables. By linking such ele­
ments (for example, product ID, order ID, or cus­
tomer ID), the analyst may uncover revealing 
relationships that support or refute the premise of 
an investigation.
Practical Considerations Governing 
Expert Testimony
A. How to Avoid Being Excluded as an Expert
1. Be able to explain everything: What you did, 
what you didn't do, why you chose the method­
ology you used, what facts you relied on, 
which ones you discounted or ignored, 
the interpretation you adopted and those 
you rejected.
2. Maintain (and be able to document) that your 
opinions are derived from the exercise of your 
independent judgment as an expert in your 
field.
3. Choose a methodology that is widely accepted in 
the relevant field of expertise, and be prepared to 
explain fully the steps undertaken, including why 
the methodology was chosen and why it is an 
appropriate analytical tool for the facts of the 
case.
4. Be prepared to explain the source and meaning of 
all assumptions used. It is also wise to independ­
ently verify the assumptions on which you rely.
5. Be prepared to be grilled on the underlying facts 
of the suit. Missing key facts or using the wrong 
facts or incorrect data will lead to a challenge and 
possibly exclusion.
6. Avoid offering conclusions that could be 
deemed purely speculative.
7. Use a methodology that takes into account all 
relevant facts pertaining to the case at hand, 
even the harmful ones.
8. Account for all variables that may alter your 
conclusion.
Looking forward
The preceding summary offers only a glimpse 
of the information and knowledge provided at 
the conferences. Unfortunately, these confer­
ence sessions, unlike many other AICPA confer­
ence sessions, are not recorded. Focus will 
continue to draw on the conferences' sessions 
for authors and topics. Nevertheless, there is 
no substitute for being there, so think about 
going to next year's conferences. 
A Reminder
Members of the AICPA Business 
Valuation and Forensic and Litigation 
Services Membership Section were 
sent an e-mail message announcing 
that the AICPA Professional Ethics 
Committee (PEEC) issued two exposure
B. Preparing Expert Reports and 
Communicating With Counsel
1. Prepare your own report.
2. Assume that all of your notes, drafts, 
emails, working papers, letters, etc. will 
be discoverable.
3. Assume that you will have to reveal all 
conversations, meetings, and communications 
with retaining counsel.
4. List in your report all materials received from 
counsel and collected in the course of your 
work, not just the ones on which you relied.
5. Retain all versions of your report that you print 
or identify as a separate draft, including all ver­
sions communicated to retaining counsel or to 
third parties, including your own staff.
6. Communicate with retaining counsel, but never 
incorporate counsel's work product into your 
written report in wholesale fashion.
7. Be attentive to possible influences by retaining 
counsel and take steps to assure that you can 
demonstrate the independence of your views. 
Never acquiesce to changes to your opinions to 
appease counsel.
8. Even after completing your report, remain flexi­
ble to accommodate additional facts or docu­
ments that you may have missed or that 
opposing counsel will graciously point out.
9. Show your work: Document the process by 
which you developed your opinions.
drafts addressing three issues:
• Proposed conceptual framework for 
AICPA Independence Standards
• Proposed Interpretation 101-16, 
Indemnification, Limitation of Liability, 
and ADR Clauses and Engagement 
Lexers
• Proposed Interpretation 101-17, 
Performance of Client Advisory 
Services, Fact Witness Testimony, and 
Forensic Accounting Services
As the e-mail message points out, both 
exposure drafts are of interest to prac­
ticing CPAs. However, CPA firms that 
provide forensic accounting services to 
attest clients should pay particular 
attention to Proposed Interpretation 
101 -17, which is the culmination of a 
multiyear study on independence as it 
relates to a member who provides liti­
gation and forensic accounting services, 
including fact witness testimony.
The exposure drafts are available on 
www.aicpa.org. Comments are due by 
December 16, 2005. 
9. Educate yourself in the area of law to which 
your testimony will apply.
10. Do not destroy anything related to your 
retention as a testifying expert. 
Business Valuation and Forensic & Litigation Services Section 
Letters to 
the Editor
Focus encourages readers to write 
letters on business valuation, foren­
sic, and litigation consulting services 
issues and on published articles. 
Please remember to include your 
name and telephone and fax num­
bers. Send your letters by e-mail to 
wmoran@aicpa.org.
COSO RELEASES 
EXPOSURE 
DRAFT
Providing Small Business Guidance 
for Control Framework Implementation 
to Support Sarbanes-Oxley 404 
Compliance Efforts
The Committee of Sponsoring Organizations of 
the Treadway Commission (COSO) on October 
26 released for public comment an exposure 
draft of its much-anticipated Guidance for 
Smaller Public Companies Reporting on Internal 
Control over Financial Reporting. This guidance, 
which serves as a supplement to COSO's 
Internal Control—Integrated Framework, origi­
nally published in 1992, focuses on the unique 
needs of smaller public companies in regard to 
compliance with section 404 of the Sarbanes- 
Oxley Act of 2002 (Sarbanes-Oxley).
COSO's new guidance outlines 26 fundamental 
principles associated with the five key compo­
nents of internal control, namely, control envi­
ronment; risk assessment; control activities; 
information and communication; and monitoring. 
The report defines each principle and describes 
its attributes, lists a variety of approaches 
smaller companies can use to incorporate the 
principles, and includes real-world examples of 
how smaller companies have effectively applied 
the principles.
A project task force, overseen by Task Force 
Chair Debbie Lambert, COSO Chairman Larry 
Rittenberg, and led by PricewaterhouseCoopers 
(PwC) partner Miles Everson, consisted of 
approximately 20 members with experience in 
small business. They, along with a PwC 
research team, brought experience with both 
small public companies and section 404 from 
within their organizations. The task force 
focused on providing examples that demon­
strate how the principle-based Framework can 
be applied to small public businesses. 
According to Everson, "The guidance does not 
change the requirements for effective internal 
control over financial reporting, but it does more 
clearly articulate how smaller businesses can 
achieve effective internal control in a more cost­
efficient and practical manner."
"Although the control principles addressed in the 
new document may be applicable to both large
and small companies," said Rittenberg, "it was 
important for us to demonstrate how smaller  
public companies can implement effective inter­
nal control in a different manner than do their 
larger counterparts. For example, management's 
hands-on approach in smaller businesses may 
create opportunities for controls to be less for­
mal without decreasing their quality. Further, the 
scale of those controls may differ and the oppor­
tunity to shift many of the controls from a fixed- 
cost to a variable-cost structure may be avail­
able to smaller companies."
The guidance asserts that internal control over 
financial reporting may be accomplished by 
choosing approaches to applying the COSO prin­
ciples that best fit each company's circum­
stances in the most effective and efficient man­
ner. According to the guidance, smaller public 
companies may strengthen internal controls by 
broadening the pool of audit committee mem­
bers, using controls built into accounting soft­
ware, leveraging management monitoring, and 
outsourcing some activities. This new guidance 
provides a tool for management to use in deter­
mining the appropriate level of internal controls 
over financial reporting for smaller businesses. 
The document is intended for use by board 
members, senior management, other personnel, 
and external auditors.
Because of similar initiatives at the SEC and 
PCAOB, those organizations each provided an 
observer to the project.
The report can be accessed at www.coso.org. 
COSO encourages interested parties to read 
and comment on the exposure draft and to 
direct comments through the Web site at 
www.ic.coso.org. The comment period ends on 
December 31, 2005. Final guidance is expected 
in the first quarter of 2006.
COSO was formed in 1985 to sponsor the 
National Commission on Fraudulent Financial 
Reporting. COSO is a voluntary private sector 
organization dedicated to improving the quality 
of financial reporting through business ethics, 
effective internal controls, and corporate gover­
nance. COSO comprises the Institute of Internal 
Auditors (IIA), the American Accounting 
Association (AAA), the American Institute of 
Certified Public Accountants (AICPA), Financial 
Executives International (FEI), and the Institute 
of Management Accountants (IMA). 
FOCUS—December/January 2006
Focusing on Your
Are you inadvertently discouraging staff from 
acquiring the credentials needed to sustain 
your firm's credibility, marketability, and 
viability?
In his bestselling book, Seven Habits of Highly 
Effective People, Robert Covey identifies as one 
of the seven habits: regularly setting aside time 
to prepare for matters that may not need imme­
diate attention, but will need to be dealt with in 
the near future. Many of us, however, focus on 
immediate priorities, rather than attending to 
preparing for future events. Covey advises read­
ers to make time despite feeling they're too busy 
to do so.
Consider the impact procrastination can have on 
your firm's bottom line. If you don't have 
accountants who are CPAs and valuation ana­
lysts who are ABVs, your ability to maintain 
and grow your practice can deteriorate, as does 
the pool of qualified staff to succeed you and 
keep the practice going.
Consider first what's happening with potential 
?As. Despite the fact that the number of bach­
elor's degree recipients in accounting rose 6% in 
2002-03, the number of CPA Exam candidates 
has declined slowly from a 1991 high of approxi­
mately 143,000. Last year, however, the decline 
was dramatic. According to a task force report 
from AICPA, Prometric, and NASBA, the candi­
date numbers plunged from about 82,000 in 
2003 to 52,000 in 2004 (the first year of com­
puter-based testing), a decline of nearly 37%. 
The number one reason given by candidates for 
not taking the exam is they're too busy and lack 
time to prepare.
A CPA firm depends on a pool of qualified, reli­
able, and committed staff to succeed and con­
tinue as a viable operation. To send or reaffirm 
the message that becoming a CPA as soon as 
possible is one of the firm's core values, numer­
ous major CPA firms give test takers incentives 
through the following strategies:
• A policy of faster advancement after success­
ful exam completion; reimbursement for the 
costs of registration, review courses, study 
materials, and mileage and/or passing bonus­
es to cover some of these costs
Firm's Future
• A tracking system to follow employee 
progress in preparing for and taking the exam 
that may be used as part of the annual review 
process
• "Window" policies, according to which new 
employees are expected to take the exam 
only at certain times within the year, within 
a window of perhaps no more than two 
to four dates (Access 
 to find out the 
testing windows for the CPA exam.)
http://www.cpa- 
exam.org/regis_sched.html
• Permission to study for the exam on the job, 
especially during the off-season; and to be 
absent from work the day of the exam, elimi­
nating the need to take personal leave
• A human resources policy of providing infor­
mation on the firm's CPA exam policy to new 
hires (The policy can be included in the 
employee handbook. In addition, human 
resources can encourage employees 
to make becoming a CPA a top priority. 
For a sample firm exam policy, visit 
. aicpa. org/images/ 
PCPS/GLOCPAPOLICY.PDF.)
http://mailings
For more information on this vital issue, please 
visit www.cpa-exam.org.
Keeping the Pipeline Full
Similar approaches can be used to encourage 
staff to pursue the ABV credential and thereby 
strengthen your firm's continued growth and via­
bility. The AICPA has recently established a new 
program to facilitate ABV candidacy. During the 
AICPA Conference on Fraud and Litigation 
Services in Dallas, the AICPA announced a new 
program ("CPAs Building Value Together: An ABV 
Sponsor Program") for the ABV credential that 
will be offered to qualified CPAs from now 
through July 31, 2006. During this time period, 
CPAs who have earned a valuation 
credential by passing an organization's proctored 
exam, have at least 500 hours of valuation 
experience and are sponsored by ABVs, 
can qualify for the ABV credential. For 
more information about obtaining the ABV 
credential and the new program, go to 
http://bvfls. aicpa. org/Memberships/ 
“A ship in 
port is safe, 
but that’s 
not what 
ships are 
built for.” 
— Rear 
Admiral 
Grace 
Hopper
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 Record Attendance at ASA/AICPA
 BV Conference
The American Society of Appraisers (ASA) 
and the AICPA hosted their first joint national 
business valuation conference on November 
14-16, 2005 at the Bellagio hotel in Las 
Vegas. Attending were more than 1,650 valu­
ation analysts and business appraisers from 
the United States and Canada. The three-day 
conference was the largest business valua­
tion program ever presented by both organi­
zations. It included a comprehensive program 
with nationally recognized experts who pro­
vided practitioners with "how to" information 
on a wide range and level of valuation topics, 
as well as current conceptual thinking and 
issues facing the appraisal industry. "The 
record number of attendees at the confer­
ence indicates the strong demand for busi­
ness valuation services," said James M. Hill 
Jr, CPA/ABV, ASA, chair of the ASA Business 
Valuation Committee.
During the conference, ASA and AICPA rec­
ognized several individuals for exceptional 
service. Award recipients included:
• Scott A. Nammacher, ASA, and Mel H. 
Abraham, CPA/ABV, ASA, for their diligent 
work as conference co-chairs
• Bruce B. Bingham, ASA; Thomas E. Hilton, 
CPA/ABV, ASA, Terry J. Allen, CPA/ABV, 
ASA; and Barry Sziklay, CPA/ABV, for their 
vision in developing the concept of a joint 
conference
• Mel H. Abraham,, CPA/ABV, ASA, and 
Robert F. Reilly, CPA/ABV, ASA; AICPA's 
"BV Volunteer of the Year Award"
• Terry J. Allen, CPA/ABV, ASA; ASA's 
"BV Volunteer of the Year Award"
• Edward Dupke, CPA/ABV; AICPA's "Special 
Recognition Award"
• Marc Simon, CPA/ABV, AICPA's "BVFLS 
Distinguished Service Award"
"The quality and depth of the education 
offered at the conference, which covered 
topics ranging from fair value of assets and 
liabilities, the ins and outs of determining the 
worth of private equity funds and new regu­
lations governing business combinations, 
speaks to the excellence of the practitioners 
who hold designations from these two organ­
izations," Hill said. "ASA and AICPA are set­
ting a high standard for business appraisal 
services, and business owners and man­
agers can rely on the accuracy and integrity 
of the valuation reports they produce."
Look for more about the conference presen­
tations in the February/March 2006 issue of 
Focus.
First-Class Mail 
U.S. Postage Paid 
Riverdale, MD 
Permit No. 5165
American Institute of Certified Public Accountants
Business Valuation and Forensic & Litigation Services Section 
201 Plaza Three, Harborside Financial Center
Jersey City, NJ 07311-3881
ADDRESS SERVICE REQUESTED
ISO Certified
BVFLS Section
AICPA
